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SUBJECT: EGYPTIAN F-5 PROGRAM 
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1 . ESTIMATED COST OF EGYPTIAN F-5 PROGRAM IS DOLS 73 1 .5 
MILLION. EGYPT HAS SIGNED TWO LOAS FOR PROGRAM; ONE FOR 
DOLS 730 MILLION FOR ALL FACETS OF PROGRAM EXCEPT CONUS 
TRAINING, AND THE OTHER FOR DOLS 1.5 MILLION FOR SUCH 
TRAINING. LOA CONTENT WAS DETERMINED AFTER SEVERAL ON-SITE 
VISITS AND DETAILED DISCUSSIONS WITH EGYPTIAN OFFICIALS. 

INCREASE IN ESTIMATED COST FROM THE DOLS 580 MILLION THAT 
WAS INCLUDED IN CONGRESSIONAL NOTIFICATION, WAS CAUSED BY 
INTRODUCTION OF FIRST MAJOR US WEAPON SYSTEM INTO EGYPT, 
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COUPLED WITH ABSOLUTE NECESSITY TO ASSURE EFFECTIVE AND 
ENDURING OPERATION OF SYSTEM. ADDITIONAL FACTOR WAS NEED 
TO RETROFIT FIRST 8 F-5ES TO CONFORM WITH CONFIGURATION OF 
F-5ES THAT WILL BE DELIVERED IN 1979-80. AS IS TRUE WITH 
ALL FMS, ONLY ACTUAL COSTS INCURRED ULTIMATELY WILL BE 
CHARGED. DESCRIPTION OF PROGRAM COST ESTIMATES BY CATEGORY 
FOLLOWS: 
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ITEM BREAKOUT COST ESTIMATE 

($ MILLION) 

AIRCRAFT $312.2 

SPARE PARTS 113.4 

SUPPORT EQUIPMENT 111.1 

SIMULATORS 17.1 

CONTRACTOR SUPPORT 75.8 

USAF SUPPORT 10.3 

WEAPONS/ARMAMENT 37.7 

TOW TARGET SYSTEM 5 . 1 

PILOT TRAINING .7 

GROUND CREW TRAINING .8 

TRAINING EQUIPMENT 8.3 

TRANSPORTATION/FREIGHT FORWARDER 11.6 

INSURANCE 4.1 

PACKING, HANDLING, CRATING ADMIN. 23.3 

TOTAL 731.5 

2. PAYMENT SCHEDULE EXTENDS OVER FOUR YEAR PERIOD ONLY 
SINCE DOD MUST BE PAID AS IT INCURS COSTS OF PROGRAM 
IMPLEMENTATION. INITIAL PAYMENT OF DOLS 80.7 MILLION 
MUST BE RECEIVED BY DOD ON OCT. 1 . 1978 TO ASSURE THAT 
FIRST AIRCRAFT INCREMENT (10 F-5E/F AIRCRAFT) CAN BE 
DELIVERED DURING NOVEMBER/DECEMBER 1979 TIMEFRAME AS 
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FORESEEN IN LOA CONSUMMATED BETWEEN DOD AND THE EAF. RE- 
MAINING PAYMENTS MUST BE RECEIVED AT TIMES INDICATED TO 
MEET STATUTORY REQUIREMENTS WITH RESPECT TO PAYING DOD 
CONTRACTORS. GOE ALREADY HAS PAID DOLS 695,000 OF ITS 
OWN FUNDS AGAINST DOLS 1.5 MILLION LOA FOR TRAINING. 

TOTAL PAYMENT SCHEDULE FOR T'E DOLS 730 MILLION LOA 
FOLLOWS: 

PAYMENT DUE AMOUNT DUE 
($ MILLION) 


01 OCT 78 

$80.7 

15 DEC 78 

46.6 

15 MAR 79 

72.5 

15 JUN79 

75.7 

15 SEP 79 

66.6 

15 DEC 79 

65.8 

15 MAR 80 

65.9 

15 JUN80 

60.4 

15 SEP 80 

42.1 

15 DEC 80 

28.8 

15 MAR 81 

20.9 
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15 JUN 81 22.6 

15 SEP 81 23.7 

PAYMENT DUE AMOUNT DUE 
($ MILLION) 

15 DEC 81 15.0 

15 MAR 82 16.4 

15 JUN 82 13.2 

15 SEP 82 8.8 

15 DEC 82 4.3 

THIS SCHEDULE WILL BE REVIEWED ANNUALLY DURING THE LIFE OF 
THE CASE, AND APPROPRIATE ADJUSTMENTS FOR THE REMAINDER 
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OF THE SCHEDULE WILL BE MADE AT THAT TIME. 

3. AS OUTLINED IN PARA 3 OF REFTEL B, WE INTEND TO EX- 
CHANGE DIPLOMATIC NOTES WITH SAG IF AND WHEN LATTER 
AGREES TO FUND THIS PROGRAM. THIS EXCHANGE WILL REAFFIRM 
INFORMATION CONTAINED IN PARAS 1 AND 2 ABOVE AND WILL SET 
FORTH MECHANISM FOR TRANSFER OF PAYMENTS. CHRISTOPHER 


SECRET 


NNN 
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